
mf>

88'

Illll0ll 1\l01l 14m qui; M IIIIIIIIIIIIIIIIIIIIIIIII OFNGXNAL
*-==~»*m
;*'*3% 99 8 . 3 ArA CORPORATION coMm1s§6j$1€*` _ - D

288] 83? 20 :Du=u<4

r
v

.\ ,*' x '*Qg`

, n \ l
, , 4 , , » » l < . ; . . .

i
.4
I

P

r " "

L *

Arizona Corporation Commission

DOCKETED

OCT 2 0 2063

'"̀8"6"él+€é'¥%"39""

8DOCKET no. S-03539A-03-0000

YUCATAN RESORTS, INC.,d/b/a
YUCATAN RESORTS, S.A., RESORT
HOLDINGS INTERNATIONAL, INC., d/b/a/
RESORT HOLDINGS INTERNATIONAL,
S.A., WORLD PHANTASY TOURS, INC.,
a/k/aMAJESTY TRAVEL a/k/a VIAJES
MAJESTY, MICHAEL E. KELLY and LORI
KELLY,

RESPONDENT WORLD
PHANTASY'S ANSWER To
FIRST AMENDED
TEMPORARY ORDER To
CEASE AND DESIST

Respondents.

8
g

1 411.44 \_,_,___ -

2 MARC SPITZER

3 Chairman

KRISTEN MAYES
4 0 1

Commissioner
5 WILLIAM A. MUNDELL
6 Commissioner

JEFF MATCH-MILLER
7 n .

Commissioner

8 MIKE GLEASON

9 Commissioner

10
In the matter of:

11

12

13

14

15

16

17

18 Respondent World Phantasm Tours, Inc. ("World Phantasy") answers the First

19 Amended Temporary Order to Cease and Desist and Notice of Opportunity for

20 Hearing ("Order") before the Securities Division of the Arizona Corporation

21 Commission as follows:

22

23 1. Respondent denies the allegations contained in paragraph 1 and asserts

24 that no securities are involved in the transactions. Therefore, the Arizona Securities

25 Act does not apply and the Arizona Corporation Commission lacks jurisdiction over

26 this matter.

JURISDICTION

1

1



RESPONDENTS

and belief, that Yucatan Resorts S.A. marketed the Universal Lease in the United

1

2 2. In response to paragraphs 2 and 3, Respondent admits, upon information

3

4 States. Respondent lacks knowledge or infonnation sufficient to form a belief as to

5 the truth of the remaining allegations contained in paragraphs 2 and 3, and therefore

6 denies the same.

7 3. Respondent lacks knowledge or information sufficient to form a belief as

8 to the truth of the allegations contained in paragraphs 4 and 5, and therefore denies the

9 same.

10 4. In response to paragraph 6, Respondent admits that Majesty Traveld/b/a

11 World Phantasm Tours is a Panamanian corporation operating a resort management

12 and travel business and has an address at Calle Eusebio A. Morales, Edificio Atlantida,

13 P Baja, APDO, 8301 Zona 7, Panama. Respondent denies the remaining allegations

14 contained in paragraph 6.

15 5. Respondent lacks knowledge or information sufficient to form a belief as

16 to the truth of the allegations in paragraphs 7 through 10, and therefore denies the

17 same.

18 6. The allegations contained in paragraph 11 are not factual in nature and

19 therefore require no response.

20

21 7. Respondent denies the allegations contained in paragraphs 12 through 30

22 to the extent those allegations are directed against Respondent World Phantasy.

23 Respondent lacks knowledge or information sufficient to font a belief as to the truth

24 of the remaining allegations contained in paragraphs 12 through 30, and therefore

25 denies the same.

26 ///

GENERAL ALLEGATIONS

2



1 8. In response to paragraph 31 of the Order, Respondent admits that in the

2 event a Universal Leaseholder chooses to have third party locate and lease their leased

3 unit and subsequently selects World Phantasy as a third party leasing agent, the

4 Universal Leaseholder is instructed by World Phantasy to complete a "Universal Lease

5 Management Agreement." Respondent denies the remaining allegations contained in

6 paragraph 31 to the extent those allegations are made against Respondent World

7 Phantasy. Respondent lacks knowledge or information sufficient to form a belief as to

8 the truth of the remaining allegations contained in paragraph 31, and therefore denies

9 the same.

10 9. Respondent denies the allegations contained in paragraph 32 to the

11 extent those allegations are made against Respondent World Phantasy. Respondent

12 lacks laiowledge or information sufficient to form a belief as to the truth of the

13 remaining allegations contained in paragraph 32, and therefore denies the same.

14 10. In response to paragraph 33 of the Order, Respondent admits that the

15 "Universal Lease Management Agreement" speaks for itself. Respondent denies the

16 remaining allegations contained in paragraph 33 to the extent those allegations are

17 made against Respondent World Phantasy.

18 l l . Respondent denies the allegations contained in paragraphs 34 through 52

19 to the extent those allegations are made against Respondent World Phantasy.

20 Respondent lacks knowledge or information sufficient to font a belief as to the truth

21 of the remaining allegations contained in paragraphs 34 through 52, and therefore

22 denies the same.

23

24 12. Respondent denies each and every allegation contained in paragraphs 53

25 through 55 to the extent those allegations are made against Respondent World

26 Phantasy. Respondent lacks knowledge or information sufficient to form a belief as to

VIOLATION OF A.R.S. §44-1841

3



VIOLATION OF A.R.S. §44-1842

VIOLATION OF A.R.S. §44-1991

GENERAL DENIAL

FIRST DEFENSE

16.

1 the truth of the remaining allegations contained in paragraphs 53 through 55, and

2 therefore denies the same.

3

4 13. Respondent denies each and every allegation contained in paragraphs 56

5 and 57 to the extent those allegations are made against Respondent World Phantasy.

6 Respondent lacks knowledge or information sufficient to form a belief as to the truth

7 of the remaining allegations contained in paragraphs 56 and 57, and therefore denies

8 the same.

9

10 14. Respondent denies each and every allegation contained in paragraphs 58

11 and 59 to the extent those allegations are made against Respondent World Phantasy.

12 Respondent lacks knowledge or information sufficient to form a belief as to the truth

13 of the remaining allegations contained in paragraphs 58 and 59, and therefore denies

14 the same.

15

16 15. Respondent denies each and every allegation of the Order to Cease and

17 Desist not specifically admitted.

18

19 Failure to state a claim upon which relief can be granted.

20

21 17. The alleged transactions do not involve securities. Therefore, Arizona

22 securities laws do not apply and the Arizona Corporation Commission lacks

23 jurisdiction to hear the claims.

24 ///

25 ///

26 ///

SECOND DEFENSE
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THIRD DEFENSE

FOURTH DEFENSE

19.

FIFTH DEFENSE

20.

SIXTH DEFENSE

21.

SEVENTH DEFENSE

22.

EIGHTH DEFENSE

NINTH DEFENSE

1

2 18. Arizona's securities registration statutes and regulations do not apply to

3 the sale of timeshares under an approved timeshare plan, pursuant to, among other

4 things, A.R.S. § 32-2197.

5

6 Lack of personal jurisdiction.

7

8 Lack of subj act matter jurisdiction.

9

10 Failure to join indispensable parties.

l l

12 Defective and/or insufficient service of process.

13

14 23. Collateral proceedings raise the threat of inconclusive and contrary

15 results. Therefore, this matter should alternatively be stayed pending the outcome of

16 those proceedings.

17

18 24. Any ruling in this action would be unconstitutional under the laws of the

19 State of Arizona and under the laws of the United States of America including failure

20 to provide due process.

21

22 25. The claims asserted are barred by the applicable statutes of limitation.

23 WHEREFORE, there is no basis for the imposition of liability of any kind or

24 nature, the temporary order to cease and desist should be vacated and there should be

25 no award of any kind or nature against Respondent.

26 ///

TENTH DEFENSE
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RESPECTFULLY SUBMITTED thlsZ day of October, 2003 .

MEYER, HENDRICKS & BIVENS, P.A.

/
By Q /Z

I

2

3

4

5

6

7

8

9

10

11

Tom Galbraith
Kirsten Copeland
3003 N. Central Avenue, Suite 1200
Phoenix, Arizona 85012-29 l5

Attorneys for Respondent
World Phantasm Tours, Inc.

12

13

ORIGINAL and thirteen;opies of the foregoing
hand-delivered this go y of October, 2003 to:

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

COPY f the foregoing hand-delivered
this QT y of October, 2003 to:

14

15

16

Hearing Officer
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

17

18

19

20

Jaime Palfai, Esq.
W. Mark Sendrow, Esq.
Securities Division
Arizona Corporation Commission
1300 West Washington Street, 3rd Floor
Phoenix, Arizona 85007

21

22

23

24 ///

25 ///

26 ///
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1

2

COPY f the foregoing sent via U.S.
this ;)/j̀ g'5lay of October, 2003 to:

Mail

3

4

5

6

Joel Held, Esq.
Elizabeth Yingling, Esq.
Baker & McKenzie
2300 Trammell Crow Center
2001 Ross Avenue - Ste.2300
Dallas, Texas 75201
Attorneys for Respondent

Yucatan Resorts, Inc.,d/b/aYucatan Resorts, S.A.,
and RHI, Inc.,d/b/aRHI, S.A.

7
Paul J. Roshka, Jr., Esq.

8 Dex Watson, Esq.
Roshk, Heyman & DeWulff

9 One Arizona Center
400 East Van Buren Street, Suite 800

10 Phoenix, Arizona 85004
Attorneys for Respondents
Michael and Lon Kelly11

12

13

14

15

16

17

Martin R. Galbut
Jeffrey D. Gardner
Gallnut & Hunter
Camelback Es lanae
2425 E. Cameinack Road
Suite 1020
Phoenix, Arizona 85016
Attorneys for Respondents

Yucatan Resorts, Inc.,d/b/a
Yucatan Resorts, S.A., and
RHI, Inc.,d/b/aRHI, S.A.

18 /mWQ./Q?84-
19

360698

20

21

22

23

24

25

26

1
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11 Cancun, Q.Roo .
12 Mexico C,P.775G0

» _ ,

13 nrrER1vAnonAL. ac., 3lw= .
14

15 )

I i  § 2Lor=10,3a.

18
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20
21
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24
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In the mane: of: g

yucA'r.u: 1<nsonrrs.Ix~4c-.d/w 3

3222 Mishnwaka Avenue. )
South Era, n~r 4661S: )
?.O. Box 2661 )
SouthB¢1\d, n~r4sss0:° I
Av. Cuba #82 LGPW 10, her. Pi$0 >

RESORT ooLDn~Ics 3

RESDRT aoLnn~rcs )
xnrEm~xArronAL,s.A., . J
3222 Mislmwala Avenue . )
s¢u:n8e=d,n44661s: . . .  )
P.O. Box2661

IN 46680: )

Cancan. Q. Roe 3
Mexico c.p. n500 _ D

won1.n rHAu~m¢\sY TOURS.INC..
a/le/aM.AJ'ES'I'YTRAVEL )
:Vida VIAJES MAJESFY J
Cdleiusebio A. Mordes
seas¢i¢ Aannmaa, P Boa.
Ar n o , 8301  &m7pwwl 4 J

mvncausr. E;1MLLY and Lon:1mLLy. )
husband and wife. - - . 3
3222 MsMwaks Avenue. 3 .

South Bend, H446615; .
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NOTICE: THIS ORDER is EFFECTIVE IMMEDIATELY

EACH RESPONDENT HAS 10 DAYS TO REQUEST A HEARING

EACH RESPONDENT 'HAS 30 DAYS TO me AN ANSWER
I

r

E
i

r

F

i

s i
v
;
\

I
1

4 v Lr I.

JURISDICTION 1

I

' i
I

1
2

3
4 m Secusiés nzvssim c'Divi=i»~") of :Tm Azinm Compozution Commission

s c'c=»=~===i==i~»'o H1144 an Rwepondanm Yw=m» R===»==- .  re .  (a rm ye -an  a rm.. eA.),

s as k°14i=»= rnmenn=»ui°~==m, nm.. (chufa 31==¢u Howvuus mmmunnu, eA.), warm .nanny

v *ems .pa/ua xuaicsw Travel ume Viajes majssam. michaud E. I<=uy. Ann Lari r<=uy have ceased in

s ormeambouxttoengageinaols,yraztiwnand acdons&un¢on8it|1uevi¢la§on¥oft}\cSelnMdcs

9 Ah: ofAdzona. A.1z.s. §44-1s01 ¢f-W4 §"Sccu:iEs Act"), ad Qnat immediate ndonis réqniizWin

10 Hwnameofnnblin welfare. 4

13. 1. M c¢|=====1==1¢~1Mjwasdmsunawma|n»m¢rpur=1¢n1m14=a=1exv»r:h=1=mmn»

14 Ccm1adu.dan\nd¢oSocmiduAct..

i s I

I i
"_ .

.RESPONDENTS

6 ' »
. . 4

4
I .

£

l
l

f

1

I

2; Rl=sp¢!ld¢1nt Ylll=iM8R|5°0lt3» Inc.,d/WI Yuca1an Rcscu1a. s.A.; ["YUCATAn"),is an

18 isurbématiooad eozpomtion operrwning a 1=~=l¥p<==»d zimeslnalrqauwognza hosed out ufCanslm, Mexico.

19 The cnmpan.y's lasrknavwun United s u m husixuess address is 322 'Nlinhawvnks Av=!m»==. South

20 8=11d41°¢ii=\1I» 46615, us Wma 1118515112 :duress P.O. BOM2661, S¢uli:L send, lndlani. 46680..

: a . n » = w = a = n ¢ R w c u r t i l o l d i n g s znl=.=..=u¢m1, n m . , d / b l a m e s o n H o l d i n g s n m n d n a u n n u ,

Hz -. s.A., <"RHr">. is a YUCATAN m61iate and the Pfflrlfwrsr distsibunu- far aw YUCATAN timeshare

pa In this ==p=~=i1v. no pravéas pwm°¢~a°»1 services and i: ===p°-1b1¢ for :Tm

: renmiunent of YUCATAN so}es agearns..ROI's last known United States business address k also

z5. Q 3222 'Tvfisharwlkn Avcouc. south Bend. Indiana. 46615. alone wish mailing =dd=r== r.o. Box

be z661, South Bend, md1ana,4ssso.
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FACTS
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1 4. Respondent World Phantasm Tours, Inc., u/k/a Modesty Travel and Viajes mqesry,

2 (haeinatierr "WORLD PHANTASY"), is a imported resort management and trlvcl agency

3 operating as the des»ignarerl,§er'vjging ager: for the YUCATAN timeslaarre program. WORLD

4 PHANTASY's last known u:ddnT9 is as Celle Busebio A. Monks, Bdiieio Allnanrlda, P

5 8434 APDO, 8301 Zora 7 Panama. .

6 s.. . Rcspondenz Michael larceny r"1<H.Lv"> is rite founder andpresidentofwcMorme,

7 in this capacity, IELLY oversees and controls both YLICALTAN operations and the resulting

8 proceeds. KELLY'S leg: known address is that of his company headquaners,l3222 Mishawakza

9 Avenue, South Bend., Indiana., 46615. .

10 I 0 6. Respondelnr Lori Kelly is joined 'm this amino under A.R.S. § 4-4-203l(C) solely Fm

11 I purposes of dertemninlng the liability of the marital community.

12 . 7. Ar an times relevant harem. KELLY Ana nm Kelly were acting for their own benes. Ann
13 : for the veneEr or in furtherance of the marital community.

14 - 8. YUCATAN, RHI. WORLD PT'L°\NTASY, and IQELLY may collectively be referred ro as

15 I "RESPONDEl\lTS." Lori Kelly maybe rrztcnedto as "Respondent Spouse." 1

is . .
17 4

i s . " 9. Since Ar least 1999, Resronnerfrs have been <li===11y or indireody ==»g=¢=d re Brie offer

19 and sale of seeuritie to the gelnexnl public 'm Arizona Io time form ofinvesunenr connectsas dined

20 by Arizona Revised Statutes (/uz.s.> §44-1801(25). n

2 1 10. To date, at Lem 5 Arden:-héserr YUCATAN sales agents halve been identi£od selling

22 YUCATAN's investment product ro well over three hundred investors.

23 11. The YUCATAN 'mvesknent opportunity is based onwhnx the issuing company terms its

24- "Universal Lease Proguram," a. progrzuro which purportedly o&lors investors the opportunity .to

25 purchase timeshare units in one of various resin properties throughout Mexico and Central

26 America. 1, .

|
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1 12. YfJCATAN's atr11i¢m, ru=n. is tcsponsible for mnckaring tl'\8 YUCATAN Universal

z Lease Program bY gmexating and various promotional mansrials :Md bmehures to

s yucAn1~1 sales agents throughout ¢1\=.1ini1»=a spam.

13. Undo :no Uoiveazssll Lass 'op_po»:hlniiy,' investors are retimed m invest dmininnam of

S $5.000 dollars to 1====i=~i1==~== in the puogIann, but they mo/ invest any amount in access of this

6 minimum. The investment fun1d=s an than wired to Y'UCATAN'S uorpoune mies, which

7 subsequently uses the funds for undisclosed plurposcs.

8 14. A1u1°ugh several dlfemenz eompu1v.lu°=hwos Md promotional nn1¢1::1dz1s are disnn'buted

9 . to prespecrive iNvestors. YUCATANinyestn1::anencvu°=1p5prised as to theinancidmndidonof

w ' YUCATAN or RHI, are never infonnuzd as no the uses of YUCATAN investment and are

11 ` . neveraifoldcxi financial sraxanems mfleczlngthe degree ofsolv=w=Y reimer YUCATAN or RHI.

12. 1 15. Assonliog. m #raining maueziaxs p ride to YUCATAN sales agents. =ls="I= Ana insuucrcd

13 tu t¢l1prQapeeh1'minv¢s=toIsthz1t1'heiIn=luwwr¢59u»\dsm="Bi:i:a11y b¢=i=ngused"1opu1:¢husemon

14 ;. 1»=¢u==p1=¢pm1==, Nlcastsamginvestorfmdsare being poQl¢dtopuruvideE1nIan1dn¢§:1'

15 new dbquisidons.

; 16. Prospective YUCATAN investors are given to: option to roll' part or all of thelrlilé. or

17 f 401K portfolios into thy Universal Lease.Prog1~anm, ediscrivcly r=p1=¢i=s blwirnudatinl lrivesumenz

i s holdings with the YUCATAN investxmeZt. -YUCATAN's Um'veu:sa1 a;plicndon.f¢un e=ven.

19 provides a apannc section for-investrusmo roll their invesnnenz ponfolias into YUCATAN.

17. A yucA'rA1~rr=¢m== infumea purospecttve ==1==1n¢n mar appwximazely 40 percent of

2 1 al l  Binds co in . ;  t h :ough the'UdversdLcaac out oFirw=stcvrIRAs MMM
22 . similar retirement aecounrs. \ 1 .

I

E
l
:

8

5 I
24

25

26

18. Under YUCATAN's Universal Lease Program, and as xepurcseneed Io RI-11's associadtcd

proxnotiond materials, investors an purportedly afforded the cppommity. to select one. of mm

separate Universal Lease "options." in aetualiry, options 1 and 2 arc Hlusoqr chaiccs, effectively

leaving option 3 as sole Univet$8I Lease Pmgxanm idteznativb- '

4
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1 .19. Bvid¢ln°)in8\his point, recnlilus&rprospcctivo YUCATAN sda agahueoachthusir

2 Uaine=sth\tM Univu9l|mse'§"1hi1149w»icn."l.¢.Winvzsun»n:¢daadon.inh¢aubs=leatlmn

3 8llt\'l¢¢d~W¢PWW9'W¢.0 ¢4INdSO1d.

4 20. IInduYUCATAN's n\1eged"ppdnm 1,"hn~c::mnncanpmlp¢¢u=4|y=hnosem£or=goany

s : am os  unm i x i nv eam enu . aad i l us w l d= |=n== t nuu° l i ===¢am = i =¢m \ m i : a»uu l s av =s .  Undazh i s

6 op&anQRT§assig1s totheinvestor,atR!8'sowwnehnosing.aspeci£s1miLMxasped8cvved:,'md

1 aaspaannxacainn,=naon1yanu¢u¢ss.0o0sun\<°nn°»=) is»=¢av =anynm neixweswm-hu

8 noinpmimo&dme,qualimyarloolldonofthlgdmoslunasdgwem. "`

9 21. Mo¢=covu,theOption1 puuchuuermunpaylnwdmanagpmcot&esuR1-H&t&is

l o dartimuareneeuon,1==@nga=l=»ssso»ss4sp¢y=¢(wa1u=»»h.mm=1u»ub5¢¢=wcomma

1 1 P n c c r n d ec i n c xes es l anRHIsunha4eof$9.000~wsI6,125 (or  m~=~=> WMM
12 1s f ¢ ° f  a»zs y er = i m =m : l u¢1=as = .  r ¢ns s , ooopu |=n |=¢¢ , ¢u i ¢wm na \ nuuum =1y equn=w annnx

13 ..?qm!¢0fa¢19,454,909lgg@§r12q¥¢§4gqwgM1I9gg8ggg(¢~¢825¥$l»9910d)8m.
14 4 ma=¢4°¢¢al¢¢==a°naman¢»»u»aa»1°.=as».¢a,,=.. - - .

15 22. Consisne»n1mwMWcse uzdnvitingtums.thisv|m8omi11gseled|onklugclyigmoeedin

16 YUCATAN mntdala, a£1.a¢ =a»¢s¢= needvu no ~¢°m===¢¢ in au Y'UCATAN~

17 z=msun=m=¢ln1mf°¢p¢¢¢p¢¢»av¢=»l9=u=n. Bqualhfzazwm.mi=°pa°wuu1d¢impmyn=~=m
18 l § l i i c \ b H i t y t o & ¢ m s m g i n v w t u s r o l l i o  r c i m m u z t i u m d s W o & c Y U C A T A N p m g 1 1 u m .

19 23. Y'lJ'CA1kTJIkN'sUImlveBdL "Dwiiom2,"whichoc\¢n§blyallo1arsY'UCATANulstnnnfm

t o .~ nozeuaronxtassiwedd:nnu&1||nmits themsdvesmunbinsmanyof the ssxnepmhibldwoeosuand

21 ¢=¢b»¢°fop¢za°n1. 111s=o§}i°n|g=inm¢quu¢nh=pnu(uns~=rm ro:=g¢aq¢n=a»=m=¢a

Hz invosnnmnum\s.aodiansmfdimpous§ubmlnu&8mnuudmai n¢&eonizepunuhqcrfottho

:pa . an zs ywt nnnfmm. pmpmive o@.a¢nzpu=dm4=mu»¢m¢¢-»s¢=a=~m»5==.=a°{»byn1-n,
24 • -

2 5 ' Aceordingrotbcpwmqdond mmt§l 'ials.aS5.00DY U C A T A N iuvesmr exmlngrlwpuwomd "opt ion 1"
:waives aces; no in assigned timeshare um: only Mme Wsu-year. or Ody law 13 weals dudngzheZi -

ycarlasupcriod. s I
26
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1 lifter thcpmclusphag b¢¢nm~ade,astoth»loc\\iom,r=orttypeaandpennittsddanssofusefor the

2 smgshm. mewn.d==i==ua1i1yM this seleuinn a further conveyed by 8m'= bruchmn wuMng um

3 this gulf-rmting option we not bring in.=h:nm1=v=l  of rcvmum 5 would a professional :ham

4 platy scrvidng agent. ~a=

S 24. Beyond the appuuntiannsial disiooentiveaiza YUCATAN pmonnodonal manzrinls provide

6 no disusion. eonzmcms at guidance over the advanluges of seleaing option 2, o&\er that the brief'

7 =u5B=si°n Mt this self-xnndug IWIIMII could be caldcd our d1l1ou¢ We "simple planing of an

a mdvatisemenm in um umm v=p=I-" pk am obvious Logisuean concerns prcsnnned by

9 placing newspaper ~~- :nb in°a fo;eigl.eo\mm'y and in a dry 'whose o£icial language is not

10 *Ei=zush- Nor does it kc into concern the impmac(Edity of overseeing e rental of a teddy.

11 -dnneshmeudthmudzdsorewenthouszndsmilesawuy. -

12 25. Aswid:Optlon1,0pdon2of&oUm'vers:1LascPro§=unisdsoeonspicunusly

13 ovdoohed in ecnnecrinn m`th YUCATAN's Mrs ID remit an urn adidonal YUCATAN mis

14 again. Fa:£:omap:ovidinlgmo~crviewot'Option2,aYUCATAN:cmliterpla1n1y lndicaxedvo

15 pw=p==11v¢ sdes agenmthat&cau\lyUuiversl1Lus¢opiooofizztexeslfarsalesagenmwathe

16 .2 invsuncntbpion, Option 3. . 4 ..

17 26. Unlike the illusory scleedons of Options 1 and 2, option 3 is repezmedly looted. hill;lighned

18 am& doriied in Y'UCATAN's Umlvennl Lease literature. According to YUCATAN and RI-Us

19 promotional b1'ochmes,iovcsMo:sv\ho'WqeJedl'Op&on3 wouldbeelig'bletoreceivea9percmzper

20 ¢nnmnremrn onmdrimeshaxe invesunenu evmyywforapcziod of25 years, alNmrwhich Cine the

21 ' Lem would bo mnovvablc Fm ano&1¢r20 vwn- -

22 27. Foraninrvesmorzorwup dn9peroomperummnrouunundcr-dnisUdv¢rsdLcrlseopdun,

23 theirzvesnm-wasrequired,aspmofhisirrv eu1,mohirea"\hirdpclrzy"manmgomeoteompanyso

24 : lease the investor's Urncrhare unit. no YUCATAN n»»u=na= worLD p1-n=.nTAsy as nm

25 . duiignamd managmueznt compmnr for this servicing Wrnedon. Although die Universal Lmsc

26 supplication does not mnmaana the selection of WORLD PHANIASY as me invescoxs' servicing

6
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1 l¢ent,suchasu1ectionis theodylisnedmeansundeu-whichinvestorscan¢=|mtbepmu|mised9pq-

z cemn:eofn=unnon¢h»d1rUnlive:salLeasseinvesunems.

3 28. To select WORLD PAHA°\NTASY as the aervieing agent, inveainrs are instructed to

4 eonnplane a formal "M=1\=s°M#==°l Agreement" with me ¢°W"PIBY- This WORLD PHANTASY

S Mmegunm Agareennenm is bmwdlemi withlhe Unniversll Lase pmomudund and applicatlcn

6 and is-the single management eompamr idenmiied for servicing YUCATAN's vexious resorts.

7 29. Neither YUCATAN nor RHI disclose any f inancial relationship with WORLD

8 PH¢4}1TASYorindi¢=Ltewheth¢er¢=ithe1 couunpaoyisenridednoreceiveepemreentageoftbisservicing

9 ageu:t's managem»ent Sees. . `

10 . 30. The "Universal Lease Mnnagemnenz Agreement" stares: "The Servicer shall have full

11 pews:-onda°uhuzitytodo¢Dx §&connw&onwiWm&swk adnninisuatiomaod

12 -collediou activities which itnuzmy deem n=¢====ry in order to maximize the Client sahalll

13 .finlnim the Servicer with 1=°*=== of aazomey and omer documents necessary or appropnameas

14 lrtquircd bathe Servicer no emlble the Servicer ho emnble the Servicer to curry out its servicing and

15 iadminisuauvc dudes 1:|»eteu!\d=r." I .

16 ' 31. Once investors have made thdr investment: 'm YUCATAN's Udvensal Lease Programs,

1? and halve signed the Managcmenmm A5e=ln¢»u: with 'WORLD PHANTASY, the investpzs are

i s a1legcd1yeligi'b1etoreeeivea9pezeeun:per~--rehaxnonlheiriovesuoentsfar thclifeofdze

19 lJ1nive:sal IJcasePmg¢mn.presenrlyaetat2$yen=:u. Mw5mou eno£rn&o|ns-m

20 .9'°'P°"sibltlities following :her ifwesmeun, anti -YUCATAN, REU and WORLD Pl-IANT44»SY

21 pniltpertedbvdevdop oswandlormaullgeeidlllnglwtllunhstog|:na\tedlcp¢DE8thltsll.p}§n:t1hc

z2, invaucms' lovemnent finns. _ A .

23
.

32. According nu the YUCATAN_aod RHI m,,k,t;,,g l iuexature, option 3 of :he Univcml

ZN Y.ease.pwviaes l. mMrimde of ldvIBiB¥:l=s to.mozc Yraditiond invesumenrS. The most _prominent of

251 these, as rlelnonstxaxed suing a promotinunl powerpoint presentation delivered by KELLY. is that

26 the Universal Lease Prvogzznm provides a fer superior me of :Unum than most other investments. A

- 1
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second claim is them the Universal Lease is sqppmed by "debt-flue" resort propertics, and tlrar as a

resulrrhe YUCATAN irrvesrmcnrs an illy safe rod seemed.

33. According to YUCATAN promotiourrd lireranrre, Option 3 is also the only Universal Lane

option that also allows investors to recoup up to 5 percent of air loss or liquidation pcllally incurred

blur-ing the process of rolling other investments intl: the YUCATAN Universal Lezsse Pxogxaro. Thy;

feature's an added inoaltive Eos: investors to exchange ind: existing investment portfolios into

oprion 3 com Universal Lease Prozrann..

34. -Sew:r=sl Arizona YUCATMN sales. agents have since become proli:Eo sellers of the

Universal Leslse Prob::am's investment option. One such Alger recently boesued tllart he had sold over

500 investments in YUCArAN over the pastlhmee plus Yem-

35. Off his sales ageuz's investors, all mown investors had chosen the 'invesunent selection)

.opriorr3,=odrl\latowninvesrorshanchoee=1VvORLDpHA.l4TAsYastheirnrirapsnysorvmmg

:germ  Moreover ,  1- :m any of  these invalors wen elder ly  indiv iduals up. :  m ade thei r  YUCATAN

invesonents by rolling pastor all of thleirretirement portfolios illt0 the program. To sales

:gem has raised several dollars in yucA'nrn invésunerrs.

36. AnlothOr YUCATAN sales =s=fltw===¢1y anoownged a 75-yesrr-old Phoenix residenmto roll

ave: his coNn i!lv¢5tln€ll! portfolio, 551.000, into order 3 of the Universal Lease

Program. The elderly gentleman followed the recommeodalion, moving hi: :mire annuities

poriouo Sm in YUCATAN Universal Lease Prssrm

37. Still another Arizona YUCATAN sales asenn a former paralegal, admitted that she had

sold soworol edditlolnnl YUC.l'\Tl'lN Universal Lease invesnncns w investors in the greater Phoenix

|

I
|

i
I23 38. A fourth YUCATAN sales ngcnx succeeded in sel l ing ro Ono Vision Chi ld:e1o's

24 Foundaljon, Inc. (One Vision), a non-pro5t organization incozporatcd. 'm Arizona, a. $1.03 nonillion

25 investment in the Yucatan Universal Lease Program. Prior to this investment, the YUCATAN sales

2 6 `9'
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.
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1 agent had recomntezndcd that One Warn choose the third investment option and diseouxagod my

z consideration over the other two options.

3 as). Marketing materials provides to investors by the above-referenced yucA'rAw sales

4 agents indicated that "the [YUCATAN] properties were fully insured against lpsx. All propctrrics axe

5 in compliance [with] the governing laws. Being in compliance with the negotiations to seal leases, dl

s p=*°p=»==i== :uh 100% free of debt. As a fault, the Leaseholders hntvc a first! lien on the YUCATAN

7 rcson properties."

8 40. Arizona-based YUCATAN mieS agents rcqneartdly echoed this claim that these Universal

9 Lease investmetm wac safe and secure, and that these investments were protected by debt-&cc

10 properties. No risk disclosures were nnatlc to investors, either during the agents* soles prcscnettions

1 I or through the dissemination ofYUCATAN marketing litnutme.

12 41. YUCATAN sales scants receive commissions constituting at least 10% of Me investors'

13 funds placed into the Universal Lease I5tognuu under Option 3. These cowmxnissirm amounts may

14- increase in cases where ailiatod Ma agent; Qullilif  for sale overrides. The cvtistcooc of these

15 commissions has been routinely withheld Odom YUCATAN investors.

16. 42. Yucatan Itwesmuenr Carp. <"Yv===r=n Lntvestment") was the subject of an

17 ardor of the New Mexico Securities Division on May 18, 1999, for the sale of unrcgistaed, non-

18 wccmpt sccuritios by unlicensed agents otnine-month notes. Upon information and belief, Yucatan

19 Lnvstment is a business entity related to .Yucatan

20 43; Yucatan Investment was also the subject of an adnnitnisttative order of the South Ca:olina

21 Securities Div ision on July 26, 1999. for the sale of unregisstrtcd, nourcxcmpt sccuzilies by

22 Unlicencod agents of nine-month notes, and in violation of the anti-fraud provision oFSouzh Carolina

23 Securities law. >
44. Yucatan Investment .was ds the subject of an adnninisuative order of the Connecticut

25 Department of Banking, on November 7, 2000, for the sale of unregistered, non-exempt securities by

I
I
I

-§
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1 unlicensed agents of nine month notch. and 'm violation of the anti-fraud provision of Connecticut

Z securities law.

3 45. YUCATAN was the subject of an adanninisuazive oxdczr of' the Wisconsin Securities

4 ]Jive$ion on March 3, 2001, for the sale of unregistered scourities by unlicensed agent and by

S unlicensed broker-dealers and of the anti-fraud provision of Wisconsin seem-ir-ies law,

6 M . YUCATAN was so the subject of an udminlstraltivc order by Oklalmma Depamuneor of

7 Securities in August, 2001, arising our ofpossible vloiatioms of the Oklahoma Securities Act.

8 4-7. YUCATAN was also the subject of an adnuinistrurtive ooase and desist order 'Brow the

9 Pennsylvania Securities Commission in October. 2002, based on multiple registration in fraud

10 violations as proscribed under the Pennsylvania Securities Aar.

__ 48. Arizona investors were never infolnnuod, oithct by YUCATAN sales agents or dlooueh

12 YUCATAN promotional  l i terature,  than YUCATAN or any YucATAn-related ent i t ies had

13 previously been the eubjcet of various orders based of multiple violations ofelzrte securities lavas.

p 1 iv.

15 VIOLATLDN of A.ns. §44.1s41

16 (offer or sale al Unregistered Seem-itirs)

17 49. Prom on or about December 2001, RJSSPONDEN'rS pilfered or sold securiti=s in the form

18 o f i o v c s t m m t  e o n u a e u ,  w i t h i n  o r  & o m  A r i z o n a .

19 50. The securities referred to above were nor registered pursuant to me provisions ofArticlcs 6

to or 7 of two Securities Act.

51. This condom violates A.R.S. §44-1841.
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1 v .

2 VIOLATION OF A.R.S. §44-1842

3 (Innsactions by Unregistered Dealers or Salesmen)

4 52. RESPCNDENTS offered or sold scewitics vim in or Fiona Arizllwl, vvbiic not registered as

5 dealers or salesmen pursuant to the p;mn'sions ofArtiele 9 of the Secuxitics ACL

6 as( This conduct viol'aI:s A.R.S. 544-1 $42.

7 H , Vt.

s VIOLATION DF A.R..S. §44-1991

9 (Fraud iN Connection with the OMer or Sale of Securities)

10 54. IN connection with the off or sale of sefsuxities within or from Arizona RESPONDENTS

11 directly or indirectly: (i) employed a device, scheme or artifice to deiiaud; (Ii) made untrue

12 2 statements ofmataial fact or omitted to state material facts which were oecesssury inunder to make

13 the statements nnadc not misleading in light of the circumstances under which they were ode; and

JO (iii) engaged in transactinns, practices or courses of business which operated or would operate as :1

15 i ftaucl or deceit upon oicrecs. ad investors. RESPQNDENTS' conduct includes, but is not limited

16 tmthefollomvingz-

17 a) RESPONDENTS misrepresented the safety of their investments by claiming tint

18 Univezsai Lease 'investors' were idly secured, when in fact the value of RESPQNDENTS* real este

19 holdings was never show rte support the vast amount offends invested into the program;

20 b) RBSPONDENTS 'fai led to disclose to investors any salient Enannizul and/or

21 background information about the issuer. its afEiiatcs. or its principals:

22 c) RESPONDENTS MM to disclose to invcsmrs that a sales commission fat least 10

23 percent was routinely paid to YUCATAIN sales agents eonsummoting YUCATAN inves11m:111s;

24 as" .

25

26 1 i

*" * 1.&L l l

t

I

re 'd 1231-g*3-§Lg-.g s2u;pIoH.aJosa3 das=at  SD 22 RPN



05)23/03 18:40 FAX 214 978 3088
13d'19

BAKER _ McKENZIE
zoos-as.zz 1s-_-n:z4(caum

@0115/018
1anasa'raaa7 From'Juhn ooawln

*hf'

Docket No. s-0ss39Al03-0000
s

4

VII.

mvxroxmny ORDER

s

l

I

am.

I

\

I

I

1 d) n.EsponDm4Ts &ilcd W disglglx ID inveslow that aldnnL!nlsu1alm!vc orders 144¢848

2 prior securities violations have been isazd against RESPONDEWTS in several o&crju1~iasdidons.

3 55. This eolndlmviodlmu A.R.S. §44-1991.

4

5

5 TFEREFORB,basmdonthe|bo~a|lIegawtioms.a|n|d b¢uused:eDi1visionhasdmcuuhnsd

7 that mepuhuic we're nqm'rsi1=n1umedi=m==¢ti¢n.

tr 'IS oaosasn, Purswram FT A.R.S. § 44-2032 Ana A.C.C. R14-4-307, that die

9 RESPONDMITS, Weir amens, scxvanv. mpluyecs, succcssnzs, wins. azusa tbuosc pezrsums in active

10 eoneext orperrieipalzioowi&thenn. CEASEANDDESIST &om a:\yviola:iema oftheSeeuddesAct.

11 n 3 QRD£g£g&,¢thi,T¢mpmmy9,6,,.t°€,,,,,|.dD5i,¢,1"||,¢m,i,,
12 ire&¢t&r 120dmrsunlssaooerv\clt¢d.nmodi5=ed,ormndepama:1en:byd1eCommiss on.

13 ITIS 1='tm'n-len ORDERED maris Ordmshall be ¢&¢[iV¢ iuumdialuely.

14

is nEQuEs'I's1> RELIEF .
16 1h¢D1vi5i°¢_|¢quguiag¢¢Cgm;-ni${¢n5nlm1 g&||g|wi4g|¢]i¢f;9|§n3t

11 Rnsrownsms and/onhe nnmiw commnmiw oFl@.LY and Lani Kelly:

1 . On du nssronnmrs we pennnnnmtly cease mm deist ham violaizug We Act,

19 p1nsuuncmA.R.S. §44.2032;

20 2. mag ossvownzrws m .u1¢= ainnnadve action to correct the eounditiorns ===»w==g

21 &un11 the1ira¢!s. pracdces ormnsacioge, ineludingareqdxementto makenestitMonpuxsuantm

22 A,R.s. §44-z03z;

23 3. 0:44 nssrounswrs no pay me Mme et Arizona, audrninisuadve pwalaes of "p 19

24- 5va&ousand dollars (55,000) For each violation of the Secmides Act, purslzanl. lo A.R.S. §4-4-2036;

26

"\
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E
II

l 2

3

4

Ordenhat me marixd ¢=°u=mvni1v ofICELLYand 1'.o¢i Kelly be subjcolto anywrderof

réslimtion, ruscissioll. administrative penalties. or other aflirmaxive action pozqsuanx no

MLS. §25-215: and

S. order any other nelinmf :ham the Commission deems zlpgpmfpnane.
1
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IX.

1n:Ann~rc O1=1>oR.Tun1TY

A l l  R e s p o nd e n t s  m ay  r e q ue s z e he um g  p m us uan t  t o  A . R . S .  §44» l 972  Md  A . A . C .  R 14 - 4 . - 307 .

If Inv Reepondmt nr Respondent Sponge request: a honing. the Respundeiit or Rpondeut

Spouse must also answer ii' Teqporsrf Order and Notice A request fox heiring must be in

103 wfmegeea¢ee¢av¢aby1£ecemesfe wae>zm2o business daysaiieA'scrviee o&`thisNoticeof

11 Opnnumnnity for 1-Tnanlng, Saehncseonr lmmuszaenivef ewainhe nequsrm Deccan c==m1=<»1.

12 -' Arizona Corporation Cofmmissison. 1200 w. WsshiD20l1~n. Phoenix. Arildill 85007. A Docket

13..  Comxval  ecwershecrmustaeeeumpanurzhcxequeee A cofvcrsh=eeMormaod instrvct ious manybe

14 obliailned see redeem ceneeiby =ani»=g (602)542-3477 or on the Coummissiods 1n=n==n=¢ web site at

IS - www.cc.stn1e.u. Ew/hmnesiimiw h ip.

161. ` Ifarequesrfnrahearingis1imc1ymadc,thcCommissionsalaalischedulethehaxinggohegin

174 1010 30_daqrs i'omthcrcceiptof the mnunkso the e p dedbyl lwndpuhaedbythe

is : nirrle. or waged by the Conneunisaioa. FmwiBlshn:lillg the cifeetive use div time perpend area

19 i: above. this Teqgagarv Order shall remain in effect from the slate a hearing is requeelwed until n

decision is . cI1fcrcil- uuieuu other-w§g ordered by the Commission. .Miter a

21 Colmiunission may vacate, modify, or make pemnanicnut mu Temporary Qrder with wxincn ilndizugs of

22 Elct and conclusions oflnw. Apcxmenent Oerluur Amy include an cards: of reititwliolh eOozlznistxntive

23 penalties, and/or othnet aizmnetivc adiotn. . .

24. If a, request fox' a, clearing is noziimely m=¢l=» :he Division will request Thu the Commission

95 mslke.penna.nent this ~-nu~ Order, with written Endings offnct and conclusions f law. These

26 . conclusions of law Mae' include an order for mtinnion, aldmninisuativc penalties and/or other relief! .
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Persons with a disablliry may must a reasonable accommodation such as a sign language

inmcxprcmr, as well as request this document in to alternative format, by contouring Shelly M.

Hood, Executive Assistant to the Exccutve Secretary, voice phone oumbcr 602/542-3931, e-mail

shood¢Erlcc.statc.az.us. Requests should be made as early as possible lo allow Lime ro anange the4 t
g
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. Pursuant to A.A.C. R14-4-305, if air Respondent or the Respondent Spouse requests a

beaming, the Respondent or Rieapondent .Spouse mxzst deliver or mail an Answer to this Node: of

Oppommity for Heading w Docket Co~n¢tt~ol, Arizona Corporation Cozunnnnission, 1200 W.

Washington, pp,°==a=¢, At- iMa .ss6d7, wants so ¢n¢..».a=r days me m e  ' a m of

12 I service of this Notice of Omportunitgr for Heating. A Docket Control cover must

aeeommnty the Answer. A covet sheet form and instructions may be °b=.aé¢¢ &om

14 Doeleet Consol by calling (602) S42-3477 -or on the Commission's Iluienmet web site at

15 www.ee.stane.az.us/utility/fotnnsllindeaehtnt. :

A d d i t i on a l l y ,  ' I W  R es p on ar l en r t  or R es p on d en t  S p ou s e  m u s t  s e r ve  t h e u p oN  t h e

: Division.. pursuant to A.A.C. R14-4-303, service upoN the Division may be made by or by

18 hound-eaeliveritig a copy of Lb.: .e!1nswer me the Division at 1300 West Wlslilustvn. 3" Floor,

19 '| P\\°=i\ix, Arizona. ssoov, addressed Te Jerriii Pul&i.

T MA B sHBUe0n£ainan2d1uuissia|nordi:1nial ofeaeha1legationinthisNotiee andthe

signature of each Respondent/Respondent Spouse or their respective attorneys.

statement of a lack of suMcient knowledge or infbmaatien shall be considered a.deniaLl of an

olleglltion. An dlegliion not rended siball be eonsidend odmitwd.
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part or qualification of the allegation Ana shall adnnit the remainder. Rsspondcnts and/or the

Rcspondenrt Spouse waive any affirmative dciunse nor raised in the answer.
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RECEIVED
BEFORE THE ARIZONA CORPORATION COMMISSION

2083 SEP I q p 3: no1

2 COMMISSIONERS

3

4

5

fl r SOR? C0§*';f~$\7"`
U6cut4EnT CONTEG

MARC SPITZER, Chairman
JIM IRVIN
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
MIKE GLEASON

In the matter of:
-

6

7

8

9

10

DOCKET no. S-03539A-03-0000

11

YUCATAN RESORTS, INC.,
3222 Mishawaka Avenue.
South Bend, IN 46615;
P.O. Box 2661
South Bend, IN 46680;
Av. Cobs #82 Lots 10, her. Peso
Cancun, Q. Roo
Mexico C.P. 77500

12

F1RST AMENDED TEMPORARY
ORDER TO CEASE AND DESIST
AND NOTICE OF OPPORTUNITY
FOR HEARING

13

14

15

YUCATAN RESORTS, S.A.,
3222 Mishawaka Avenue.
South Bend, [N 46615;
P.O. Box 2661
South Bend, IN 46680;
Av. Coba #82 Lote 10, her. Piso
Cancun, Q. Roo
Mexico C.P. 77500

16
Q-

18

19

20

RESORT HOLDINGS INTERNATIONAL,
17 INC.,

3222 Mishawaka Avenue
South Bend, IN 46615;
P.O. Box 2661
South Bend, IN 46680;
Av. Cobs #82 Lote 10, her. Peso
Cancun, Q. Roo
Mexico C.P. 77500

21

22

23

24

25

RESORT HOLDINGS INTERNATIONAL,
S.A.,
3222 Mishawaka Avenue
South Bend, IN 46615;
P.O. Box 2661
South Bend, IN 46680;
Av. Cora #82 Late 10, her. Peso
Cancun, Q. Roo
Mexico C.P. 77500

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
>
)
)
)
)
)

26



A
•

r

l

\ 1

J

1

Docket No. S-03539A_03-0000

1

2

3

WORLD PHANTASY TOURS, INC.,
a/k/a MAJESTY TRAVEL
a/k/a VIAJES MAJESTY
Celle Eusebio A. Morales
Edificio Atlantida, P Baja
APDO, 8301 Zona 7 Panama,

4

5

AVALON RESORTS,
Av. Cobs #82 Lore 10, her. Piso
Cancun, Q. Roo
Mexico C.P. 77500

6

7

8

9

10

MICHAEL E. KELLY and LORY KELLY,
husband and wife,
29294 Quinn Road
North Liberty, IN 46554;
3222 Mishawaka Avenue
South Bend, IN46615;
P.O. Box 2661
South Bend, IN 46680,

11 Respondents.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

12

13 NOTICE: THIS ORDER is EFFECTIVE IMMEDIATELY

14
EACH RESPONDENT HAS 20 DAYS TO REQUEST A HEARING

15
EACH RESPONDENT HAS 30 DAYS TO FILE AN ANSWER

16
s

17

18

19

20

21

22

The Securities Div ision ("Div ision") o f the Arizona Corporation Commission

("Commission") alleges that Respondents Yucatan Resorts, Inc., Yucatan Resorts, S.A., Resort

Holdings International, Inc., Resort Holdings International, S.A., World Phantasm Tours, Inc. (ark/a

Majesty Travel and Viajes Majesty), Avalon Resorts, Michael E. Kelly and spouse Lory Kelly have

engaged in or are about to engage in acts, practices, and transactions that constitute violations of the

Securities Act of Arizona, A.R.S. § 44-1801 et seq. ("Seculrities Act"), and that immediate action is

required in the name of public welfare.23

24

25

26
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1 1.

2 JURISDICTION

3 The Commission has jurisdiction over this matter pursuant to Article XV of the Arizona

Constitution and the Securities Act.

1.

4

5 11.

6 RESPONDENTS

7 2.

8

9

10

11

Respondent Yucatan Resorts, Inc., ("YUCATAN"), is an internationally-based

corporation orchestrating a purported timeshare program out of Cancun, Mexico and other Central

American locales. The company's current United States business address is 3222 Mishawaka

Avenue, South Bend, Indiana, 46615, together with mailing address P.O. Box 2661, South Bend,

Indiana, 46680.

12 3.

13

14

15

16

17

18

19

20

21

22

RespondentYucatan Resorts, S.A., ("YUCATAN SA"), is a counterpart to YUCATAN

with headquarters in the United States, Mexico and Panama. YUCATAN SA contracts with

Arizona sales agents and assists in operating the aforementioned Yucatan timeshare program. The

company's current United States business address is 3222 Mishawd<a Avenue, South Bend,

Indiana, 46615, together with mailing address P.O. Box 2661, South Bend, Indiana, 46680.

4. Respondent Resort Holdings International, Inc., ("RHI"), is affiliated with YUCATAN

and YUCATAN SA and is the primary distributor for the aforementioned Yucatan timeshare

program throughout North America. In this capacity, RHI provides promotional services and is

responsible for the recruitment of "timeshare" sales agents. RHI's current United States business

address is 3222 Mishawaka Avenue, South Bend, Indiana, 46615, together with mailing address

P.O. Box 2661, South Bend, krdiana, 46680.

23 5.

24

25

26

Respondent Resort Holdings International, S.A., ("RHI-SA"), is the~counterpart to RHI

and is headquartered in the United States, Mexico and Panama. RHI-SA coordinates with RHI to

provide promotional assistance and to perform various administrative functions in connection with

the aforementioned Yucatan timeshare program. RHI-SA's current United States business address

3
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1 is 3222 Mishawaka Avenue, South Bend, Indiana, 46615, together with mailing address P.O. Box

2 2661, South Bend, Indiana, 46680.

3

4

5

6

6. Respondent World Phantasm Tours, Inc., a/k/a Majesty Travel and Viajes Majesty,

("WORLD PHANTASY"), is a purported resin management and travel agency operating as. the

designated servicing agent for the aforementioned Yucatan timeshare program. WORLD

PHANTASY's last known address is listed as Calle Eusebio A. Morales, Edificio Atlantida, P

7

8

9

10

11

12

Baja, APDO, 8301 Zora 7 Panama. -

7. Respondent Avalon Resorts ("AVALON") is a resort development company associated

with YUCATAN, YUCATAN SA, RHI and RHI-SA. AVALON is the exclusive developer of

resort properties throughout Mexico and Central America for inclusion into the aforementioned

Yucatan timeshare program. The company's last known business address is Av. Cora #82 Lote

10, her. Piso Cancun, Q. Roo Mexico C.P. 77500, the same Mexican business address as that of

13 YUCATAN, YUCATAN so, RHI, and RHI_SA.

14 8.

15

16

17

18

19

20 9.

21

Respondent Michael E. Kelly ("KELLY") is the founder and president of YUCATAN, the

owner, president and director of RHI, and die founder and chairman of AVALON. In these varying

capacities, KELLY directly oversees and/or controls the aforementioned Yucatan timeshare

program, its sales operations, and the expenditure of investor funds. KELLY'S last known United

States addresses are 29294 Quinn Road, North Liberty, Indiana, 46554, and 3222 Mishawaka

Avenue, South Bend, Indiana, 46615 (company headquarters).

Respondent Lory Kelly is joined in aNs action under A.R.S. § 44-203 l(C) solely for

purposes of determining the liability of the marital community. Lory Kelly's last known residential

address is 29294 Quinn Road, North Liberty, Indiana, 46554.22,

23 10. At all times relevant hereto, KELLY and Lory Kelly were acting for their own benetlt, and

24 for the benefit or in furtherance of the marital community.

25

26

4
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1 11. YUCATAN, YUCATAN so, RHI, RHI-SA, WORLD PHANTASY, AVALON and

2

3

KELLY may collectively be referred to as "RESPONDENTS." Lory Kelly may be referred to as

"Respondent Spouse."

4 111.

5 FACTS

6 12. Since at least 1999,RESPONDENTS have been directly or indirectly engaged in the offer

7

8

and sale of securities to the general public in Arizona in the form of investment contracts as defined

by Arizona Revised Statutes (A.R.S.) §44-1801(25).

9 13. To date, a minimum of five Arizona-based sales agents have been identified as selling

10 RESPONDENTS' timeshare investment product to well over three hundred investors.

11 14. RESPONDENTS' investment opportunity is based on what they term the "Universal

12

13

Lease" Program, a scheme that purportedly offers investors the opportunity to purchase timeshare

units in one of various AVALON resort properties throughout Mexico and Central America.

14 15. RHI and RHI-SA are currently responsible for marketing this Universal Lease Program,

15

16

both by generating/distributing various promotional materials and brochures and by recruiting

sales agents throughout the United States.
4

17

18

16. Under this Universal Lease 'opportunity investors are required to invest a minimum of

$5,000 dollars to participate in the program, but they may invest any amount in excess of this sum.

19 Investment funds are then wired to YUCATAN's Indiana-based bank account, which funds are

20

21

22

23

24

25

subsequently disbursed for undisclosed purposes.

17. Although several different company brochures and promotional materials are distributed

to prospective investors, Universal Lease investors are never apprised as to the financial condition

of YUCATAN, YUCATAN SA, RHI, RHI-SA or AVALON, are never informed as to the uses of

Universal Lease investment funds, and are never afforded financial statements reflecting the

degree of solvency of any of the RESPONDENTS .

26

5
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1 18. According to training materials provided to Universal Lease sales agents, the agents are

2

3

instructed to tell prospective investors that the investment funds are "basically being used" to

purchase more resort properties, evidencing the fact that investor funds are being pooled to

4

5

6

7

8

9

10

11

12

provide financing for new acquisitions.

19. As part of RESPONDENTS' sales strategy, prospective investors are given the option to

roll part or all of their IRA portfolios into the Universal Lease Program. In doing so, investors are

effectively replacing their existing retirement savings with the Universal Lease timeshare program.

The Universal Lease application even contains a specific form to facilitate the transfer of

investors' retirement portfolios into RESPONDENTS' program.

20. At a seminar in Scottsdale, Arizona, a recruiter for YUCATAN SA informed prospective

Universal Lease sales agents that approximately 40 percent of all birds coming through the

Universal Lease Program will originate out of investor IRAs or other similar retirement accounts.

13

14 21.

Specifics of the Universal Lease Plan

Under RESPONDENTS' Universal Lease Program, and as represented in RHI's associated

15

16

17

18

19

promotional materials, investors are purportedly afforded the opportunity to select one of three

separate Universal Lease "options." In actuality, options l and 2 are illusory choices, effectively

leaving option 3 as sole Universal Lease Program alternative.

22. Evidencing this point, recruiters for prospective YUCATAN SA sales agents coach their

trainees that the Universal Lease's "third option," i.e. the investment selection, is the only selection

20

21

22

23

that need be promoted, offered and sold.

23. Under the Universal Lease's alleged "Option l," investors can purportedly choose to forego

any returns on their investments, and instead chose to utilize a timeshare unit themselves. Under this

option, RHI assigns to the investor, at RHI's our choosing, a specific unit, for a specific week,' and

24

25
I

26

According to the promotional materials, a $5,000 Universal Lease investor electing the purported
"option l" receives access to the assigned timeshare unit only every other year, or only 12 to 13 weeks
during the 25 year lease period.

6
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

at a specific location, and only after the $5,000 sum (or more) is received by RHI. The investor has

no input into the date, quality or location of this timeshare assignment.

24. Moreover, the Option 1 purchaser must pay annual management fees to RHI for this

particular election, ranging from $380 to $645 per year (with such amounts subject to Consumer

Price Index increases). This translates into an RHI surcharge of $9,000 to $16,125 (or more) over the

life of the 25 year timeshare lease. For a $5,000 purchaser, this would ultimately equate to a total

payment of at least $14,000 in return for 12 weeks of timeshare access Qover a 25 year period) at an

undisclosed location during an undisclosed time of year.

25. Consistent with these uninviting terms, this vacationing selection is largely ignored in

Universal Lease promotional materials, and the selection receives no coverage M Universal Lease

recruitment seminar for prospective salesmen. Equally relevant, this option would simply have no

applicability to the many investors rolling retirement funds into the Universal Lease program.

26. The Universal Lease "Option 2," which ostensibly allows- RESPONDENTS' customers to

rent out assigned timeshare units themselves, contains many of the same prohibitive costs and

conditions as that of Option 1. This Option again requires the purchaser to forego any guaranteed

investment returns, and instead imposes substantial annual maintenance fees on the purchaser for the

full 25 year lease term. Prospective Option 2 purchasers must also await a determination by RHI,

after the purchase has been made, as to the location, resort type and permitted dates of use for the

timeshare. The undesirability of this selection is further conveyed by RHI's brochure warning that

this self-renting option will not bring in the same level of revenues as would a professional third

21 party servicing agent.

22 27. Beyond the apparent f inancial disincentives, RESPONDENTS' promotional materials

23

24

25

provide no discussion, comments or guidance over the advantages of selecting option 2, other that

the brief suggestion that this self-renting option could be carried out through the "simple placing of

an advertisement in the local paper." This "tip" conspicuously omits any insight into the risks and

26

7



I

Q \

I

Docket No. S-03539A-03-0000

1

2

3

4

logistics associated with such an undertaking. Nor does it address the challenges presented in

overseeing the rental of a weekly timeshare unit hundreds or even thousands miles away.

28. As with Option 1, Option 2 of the Universal Lease Program is also conspicuously

overlooked in connection with RESPONDENTS' efforts to recruit and train additional sales agents.

5

6

Far from providing an overview of Option 2, a recruiter plainly indicated to prospective sales agents

that the only Universal Lease option of interest for sales agents was the investment option, Option 3.

7 29. Unlike the illusory selections of Options 1 and 2, Option 3 is repeatedly touted, highlighted

8

9

10

11

and glorified in RESPONDENTS' Universal Lease literature. According to YUCATAN SA and

RHI's promotional brochures, investors who "select" Option 3 would be eligible to receive a 9 per

cent per annum return on their timeshare investments every year for a period of 25 years, after which

time the lease would be renewable for another 20 years.

12 30. For an investor to reap the 9 percent per annum return under this Universal Lease option,

13

14

15

16

the investor was required, as part of his investment, to hire a "third party" management company to

lease the investor's timeshare unit. The Universal Lease materials identify WORLD PHANTASY as

the designated management company for this servicing function. Although the Universal Lease

application does not mandate the selection of WORLD PHANTASY as the investors' servicing
4

17 agent, such a selection is the only listed means under which investors can earn the promised 9 per

cent rate of return on their Universal Lease investments.18

19 31.

20

21

22

23

24

To select WORLD PHANTASY as the servicing agent, investors are instructed to

complete a formal "Management Agreement" with the company. This WORLD PHANTASY

Management Agreement is bundled with the Universal Lease promotional and application materials,

and is the single management company identified for servicing AVALON's various resorts.

32. RESPONDENTS fail to disclose any financial relationship with WORLD PHANTASY or

indicate whether either company is entitled to receive a percentage of this servicing agent's

25 management fees.

26
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1 33. The "Universal Lease Management Agreement" states: "The Servicer shall have full

2 power and authority to do those things in connection with such servicing, administration, and

3 collection activities which it may deem necessary in order to maximize the rental.... Client shall

4

5

furnish the Servicer with powers of attorney and other documents necessary or appropriate as

required by the Servicer to enable the Servicer to carry out its servicing and administrative duties

hereunder."6

7

8

9

10 The investors have no functions or

11

12

13

14

15

16

17

18

19

20

21

22

23

24

34. Once investors have made their investments in RESPONDENTS' Universal Lease

Program and have signed the Management Agreement with WORLD PHANTASY, the investors are

allegedly eligible to receive a 9 percent per annum return on their investments for Me life of the

Universal Lease Program, presently set at 25 years.

responsibilities following their investments, and YUCATAN, YUCATAN SA, RHI, RHI-SA,

AVALON and WORLD PHANTASY purportedly develop new and/or manage existing rental units

to generate the profits that support the investors' investment returns.

35. According to RESPONDENTS' marketing literature, Option 3 of the Universal Lease

provides a multitude of advantages to more traditional investments. The most prominent of these, as

demonstrated during a promotional power point presentation delivered by KELLY, is that the

Universal Lease Program provides a far superior rate of return than most other investments. A

second claim is that the Universal Lease is supported by "debt-tree" resort properties, and Mat as a

result the Universal Lease Program is fully safe and secure.

36. According to RESPONDENTS' promotional literature, Option 3 is also the only Universal

Lease option that also allows investors to recoup up to 5 percent of any loss or liquidation penalty

incurred during-the process of rolling other investments into RESPONDENTS' Universal Lease

Program. This feature is an added incentive for investors to exchange their existing investment

portfolios into Option 3 of the Universal Lease Program.

25

26
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1 37. Several Arizona sales agents have since become prolific sellers of the Universal Lease

2

3

4

5

6

7

8

9

Program's investment option. One such agent recently boasted that he had sold over 300

investments in RESPONDENTS' program over the past three plus years.

38. Of the identified individuals investing in the Universal Lease Program through this

particular sales agent, all had chosen the 'investment selection,' i.e. Option 3, and all had chosen

WORLD PHANTASY as their third party servicing agent. Moreover, a substantial ntunber of these

investors were elderly individuals who had made their Universal Lease investments by rolling part or

all of their retirement portfolios into the program. To date, this sales agent has raised several million

dollars in Universal Lease investments.

10 39. Another of RESPONDENTS' Universal Lease sales agents recently encouraged a 75-year-

11

12

13

old Phoenix resident to roll over his entire investment portfolio, approximately $61,000, into Option

3 of the Universal Lease Program. The elderly gentleman followed die recommendation, moving

his entire annuities portfolio into RESPONDENTS' Universal Lease Program.

14 40. Still another Arizona Universal Lease sales agent, a former paralegal, conceded that she

15 had sold several additional Universal Lease investments to investors in the greater Phoenix area.

16 fourth Universal Lease sales

17

18

41. A agent succeeded 'm selling to One Vision Children's

Foundation, Inc. ("One Vision"), a non-profit organization incorporated in Arizona, a $1.03 milliQn

the Universal Lease Program.

19

investment in Prior to this investment, the sales agent had

recommended that One Vision choose the third investment option and discouraged any consideration

20 over the other two options.

21 42. Marketing materials provided to investors by due above-referenced Universal Lease sales

22

23

24 As a result, the Leaseholders have a first lien on the Yucatan

25

agents indicated that "the Yucatan properties were fully insured against loss. All properties are in-

compliance [with] the governing laws. Being in compliance with the regulations to sell leases, all

properties are l 00% free of debt.

Resort properties."

26

10
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1 43. Arizona-based sales agents repeatedly echoed this claim that RESPONDENTS' Universal

2

3

4

Lease investments were safe and secure, and that dies investments were protected by debt-free

properties. No risk disclosures were made to investors, either during the agents' sales presentations

or through the dissemination of Universal Lease marketing literature.

5 44. Universal Lease sales agents receive commissions constituting at least 10% of the

6 investors' fLulds placed into the Universal Lease Program under Option 3. These commission

7 amoLults would increase in cases where affiliated sales agents qualified for sale oven'ides. The

8 existence of these commissions has been routinely withheld firm investors.

9 45. Yucatan Investment Corp. ("Yucatan Investments") was the subject of an administrative

10

12

13

14 so, RHI, and RHI-SA.

15

order by the New Mexico Securities Division on May 18, 1999, for the sale of unregistered, non-

exempt securities - in the form of 9 month promissory notes through unlicensed sales agents.

KELLY was the sole incorporator, statutory agent, president and secretary of Yucatan Investments,

and Yucatan Investments was based out of the same business address as YUCATAN, YUCATAN

Upon information and belief, Yucatan Investments' operation was the

immediate predecessor to RESPONDENTS' current Universal Lease Program.

16 46. Yucatan Investments was also die subject of an administrative order by the South Carolina
44

17

18

19

20

21

Securities Division on July 26, 1999, for the sale of unregistered, non-exempt securities - in the form

of 9 month promissory notes - through unregistered sales agents.

47. Yucatan divestments was also due subject of a Cease and Desist order by the Minnesota

Department of Commerce on October 4, 1999, for the sale of unregistered, non-exempt securities.

KELLY, endorsing as the company's president, consented to this Order on September 15, 1999.

22 48. Yucatan Investments was also die subject of an administrative order by the Connecticut

23

24

Department of Banking, on November 7, 2000, for the sale of unregistered, non-exempt securities

in the form of promissory notes through unlicensed sales agents.

25

26

11
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1 49. YUCATAN SA and KELLY were the subject of an administrative order by the Wisconsin

2

3

Securities Division on March 28, 2001, for the sale of unregistered securities by an unlicensed sales

agent and for securities Hand in violation of Wisconsin law.

4

5

50. YUCATAN was the subject of an administrative order by the Oklahoma Department of

Securities in August 2001 , arising out of possible violations of the Oklahoma Securities Act.

6 51. On October 28, 2002, YUCATAN SA was the subject of an administrative cease and desist

7 order f irm the Pennsylvania Securities Commission arising out of multiple registration and fraud

8 violations as proscribed under the Pennsylvania Securities Act.

9 52. Arizona investors were never informed, either by Universal Lease sales agents or through

that10 of Yucatan Investments, YUCATAN,

11

RESPONDENTS' promotional literature, each

YUCATAN SA, and KELLY had been the subject of previous sanctions based on multiple

12 violations of state securities laws.

13 Iv.

14

15

VIOLATION OF A.R.S. §44-1841

(Offer or Sale of Unregistered Securities)

16 53. Since at least early 1999, RESPONDENTS have offered or sold securities in the form of

17 investment contracts, within or firm Arizona.

18 54. The securities referred to above were not registered pursuant to the provisions of Articles 6

19 or 7 of the Securities Act.

20 55. This conduct violates A.R.S. §44-1841.

21 v.

22

23

VIOLATION OF A.R.S. §44-1842

(Transactions by Unregistered Dealers or Salesmen)

24 56. RESPONDENTS have offered or sold securities within or from Arizona while not

25

26

registered as dealers or salesmen pursuant to the provisions of Article 9 of the Securities Act.

57. This conduct violates A.R.S. §44-1842.

12
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1 VI.

2 VIOLATION OF A.R.S. §44-1991

3 (Fraud in Connection with the Offer or Sale of Securities)

4 58. In connection with the offer or sale of securities within or firm Arizona, RESPONDENTS

5

6

directly or indirectly: (i) employed a device, scheme or artifice to defraud, (ii) made untrue

statements of material fact or omitted to state material facts which were necessary in order to make

7 the statements made not misleading in light of the circumstances under which they were made,

8

9

and/or (iii) engaged in transactions, practices or courses of business which operated or would operate

as a fraud or deceit upon offerees and investors. RESPONDENTS' conduct includes, but is not

10

11

limited to, the following:

a) RESPONDENTS misrepresented to investors that investments in the Universal Lease

12

13

Program are fully safe, secure, and guaranteed, when in fact investments in RESPONDENTS'

foreign timeshare scheme are inherently risky on several levels, including (without limitation)1

14 1) The fact that the viability of the Universal Lease Program depends on the
future solvency of each of the various entities associated nth this venture,

15

16 2)

17

That annual investment returns from this Program are necessarily dependent
upon the profitability of WORLD PHANTASY in successfully renting a
sufficient number of AVALON Resort units throughout the 25 year lease

period;
18

19 3)

20

That, in the event of a hurricane or other naval disaster, the undisclosed

value of RESPONDENTS' company assets could fall well short of the
amount of funds invested into the Universal Lease Program, and

21 4) The fact that the Universal Lease Program is relying almost exclusively on the
efforts and purported expertise of a single individual, KELLY.

22

23 RESPONDENTS failed to disclose to investors any salient financial and/or

24

b)

background information about the issuer, its affiliates, or its principals,

25

26

13
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1 C) RESPONDENTS failed to disclose to investors that a sales commission of at least 10

2

3

4

5

6 e)

7

8

percent was routinely paid to Universal Lease sales agents consummating timeshare investments, and

that sales agents were eligible for additional monetary overrides,

d) RESPONDENTS failed to disclose to investors how, and for what purpose, monies

invested into the Universal Lease Program were being managed, allocated and utilized, and

RESPONDENTS failed to disclose to investors that administrative orders reflecting

prior securities violations have been issued against RESPONDENTS and their predecessor in several

different jurisdictions. * - -

9 59. This conduct violates A.R.S. §44-1991.

10 VII.

11 TEMPORARY ORDER

12 THEREFORE, based on the above allegations, and because the Division has determined

13

14

that the public welfare requires immediate action,

IT IS ORDERED, pursuant to A.R.S. § 44-2032 and A.A.C. R14-4~307, that the

15

16

17

18

19

RESPONDENTS, their agents, servants, employees, successors, assigns, and diode persons in active

concert or participation with them, CEASE AND DESIST from any violations of the Securities Act.

IT IS FURTHER ORDERED that this Temporary Order to Cease and Desist shall remain

in effect for 180 days unless sooner vacated, modified, or made permanent by the Commission. v

IT IS FURTHER ORDERED that this Order shall be effective immediately.

20 VIII.

21 REQUESTED RELIEF

22

78

24

The Division requests that the Commission grant the following relief against

RESPONDENTS and/or Me marital community of KELLY and Lory Kelly:

Order RESPONDENTS to permanently cease and desist from violating the Act,1.

25 pursuant to A.R.S. § 44- 2032,

26

14
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1 2. Order RESPONDENTS to take affirmative action to correct the conditions resulting

2

3

4

5

6 4.

7

from their acts, practices or transactions, including a requirement to make restitution pursuant to

A.R.S. § 44-2032,

3. Order RESPONDENTS to pay the state of Arizona administrative penalties of up to

five thousand dollars ($5,000) for each violation of the Securities Act, pursuant to A.R.S. §44-2036,

Order that the marital community of KELLY and Lory Kelly be subject to any order of

restitution, rescission, administrative penalties, or other appropriate affirmative action pursuant to
an

8 A.R.S. § 25-215, and

5.9 Order any other relief that the Commission deems appropriate.

10 IX.

11 HEARING OPPORTUNITY

12

13

14

15

16

17

18

19

20

21

22

23

24

A11 Respondents may request a hearing pursuant to A.R.S. §44-1972 and A.A.C. R14-4-307.

If any Respondent or Respondent Spouse requests a hearing. the Respondent or Respondent

Spouse must also answer this Temporarv Order and Notice. A request for hearing must be in

writing and received by the Commission within 20 business days after sen/ice of this Notice of

Opportunity for Hearing. Each Respondent must deliver or mail the request to Docket Control,

Arizona Corporation Commission, 1200 W. Washington, Phoenix, Arizona 85007. A Docket

Control cover sheet must accompany the request. A cover sheet form and instructions may be

obtained from Docket Controi by calling (602) 542-3477 or by accessing the Commission's Internet

web site at www.cc.state.az.us/utility/forms/index.htm.

If a request for a hearing is timely made, the Commission shall schedule the hearing to begin

10 to 30 days from the receipt of the request unless otherwise provided by law, stipulated by the

parties, or ordered by the Commission. Notwithstanding the effective 180 Dav time period cited

above, this Temporarv Order shall remain in effect from the date a hearing is requested until a

25 decision is entered, unless otherwise ordered by the Commission. After a hearing, the

26 Commission may vacate, modify, or make permanent this Temporary Order with written findings of

15
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1

2

3

fact and conclusions of law. A permanent Order may include an order of restitution, administrative

penalties, and/or other affirmative action.

If a request for a hearing is not timely made, the Division will request that the Commission

4 make permanent this TemporaLly Order, with written findings of fact and conclusions of law. These

5

6

7

8

9

conclusions of law may include an order for restitution, administrative penalties and/or other reliefs

Persons with a disability may request a reasonable accommodation such as a sign language

interpreter, as well as request this document in an alternative format, by Contacting Shelly M.

Hood, Executive Assistant to the Executive Secretary, voice phone number 602/542-3931, email

shood@cc.state.az.us. Requests should be made as early as possible to allow time to arrange the

10 accommodation.

11 x .

12 ANSWER REQUIREMENT

13

14

Pursuant to A.A.C. R14-4-305, if any Respondent or the Respondent Spouse requests a

hearing, the Respondent or Respondent Spouse must deliver or mail an Answer to this Notice of

15

16 Washington, Phoenix, Arizona 85007,

Opportunity for Hearing to Docket Control, Arizona Corporation Commission, 1200 West

within 30 after the

17

calendar days date of

A Docket Control cover sheet must

18

service of this Notice of Opportunity for Hearing.

~A cover sheet formAnswer.

19

accompany the and instructions may be obtained from

Docket Control by calling (602) 542-3477 or by accessing the Commission's Internet web site at

KG

21

22

23 Floor,

24

25

26

www.cc.state.az.us/utility/forms/index.htm.

Additionally, any Respondent or the Respondent Spouse must serve the Answer upon the

Division. Pursuant to A.A.C. R14-4-303, service upon the Division may be made by mailing or by

hand-delivering a copy of the Answer to the Division at 1300 West Washington, 3'd

Phoenix, Arizona, 85007, addressed to Jamie B. Palfai, Esq.

The Answer shall contain an admission or denial of each allegation in this Notice and the

original signature of each Respondent/Respondent Spouse or their respective attorneys.

16
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1

2

3

4

5

6

7

8

9

statement of a lack of sufficient knowledge or information shall be considered a denial of an

allegation. An allegation not denied shall be considered admitted.

When any of the Respondents or the Respondent Spouse intends in good faith to deny only

a part or a qualification of an allegation, such Respondent or Respondent Spouse shall specify that

part or qualification of the allegation and shall admit the remainder. Respondents and/or the

Respondent Spouse waive any affirmative defense not raised in the answer.

The administrative law judge presiding over the hearing may grant relief from the

requirement to file an Answer for good cause shown. - --a. s..--

day of September, 2003 .Dated this
, J

M 7

I

10

11

\ * \
4 -

129* . X .  - . "* * "

12
Matthew J. Neubert
Acting Director of Securities

13

14

15

16
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18

19

20

21

22

23

24

25
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